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TO: 


THE  CITY  COUNCIL  AND  CITIZENS  OF  BOSTON 


I  submit  today  the  operating  budget  for  Fiscal 
Year  1978-1979,  consisting  of  appropriations  for  City  and 
County  Departments . 

The  City  also  pays  other  bills  not  included  in  its 
operating  budget,  representing  expenditures  over  which 
it  has  no  direct  control:  the  schools,  State  assessments, 
debt  service,  and  the  pension  bill.   Yet  other  City 
activities  are  funded  by  sources  other  than  the  tax  levy. 
For  example,  the  Neighborhood  Improvement  Program  recently 
approved  by  the  Council  is  funded  by  the  Federal  Community 
Development  Block  Grant  and  by  a  part  of  the  City's 
capital  budget. 

This  message  will  discuss  the  operating  budget  as 
it  relates  to  the  total  fiscal  and  program  plan  for  the 
City. 

The  central  objectives  of  that  plan  are  stability  in 
taxes,  job  development,  crime  prevention,  help  for  Boston's 
elderly,  more  effective  service  delivery  to  residential 
neighborhoods,  and  management  improvement. 

The  City  and  County  operating  budgets  provide  for 
appropriations  of  $342.9  million  for  fiscal  1979.   The 
increase  over  the  $306.4  million  budgeted  for  fiscal  1978 
reflects  primarily  the  impact  of  inflation  on  wages  and 
other  costs ,  rather  than  new  or  expanded  programs . 


Program  Priorities 

Our  basic  objective  in  planning  this  budget  was  to 
hold  the  line  on  taxes  without  drastic  cutbacks  in  essential 
services.   If  the  City  receives  an  equitable  share  of  new 
State  aid,  that  objective  will  be  reached,  with  very  little 
money  left  over  for  new  initiatives. 
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However,  within  the  constraints  that  bind  us,  it  will 
be  possible  to  direct  more  resources  toward  several  key 
policy  objectives.   Wherever  possible,  we  plan  to  finance 
these  efforts  through  sources  other  than  the  tax  levy. 

Jobs  Development:  The  Boston  Plan 

Boston  needs  jobs.   In  particular,  the  city  needs  an 
expanded  economic  base  and  new  opportunities  for  residents 
of  neighborhoods  where  the  lack  of  jobs  has  been  a  persis- 
tent problem.   That  requires  massive  private  investment, 
catalyzed  by  a  level  of  public  funding  which  only  the 
Federal  government  can  provide. 

The  Boston  Plan  is  two  strategies:  an  economic  strategy 
for  using  Federal  money  to  revitalize  neighborhoods  and 
create  jobs,  and  a  political  strategy  for  getting  Federal 
money  by  demonstrating  in  advance  that  it  will  be  well-spent. 

As  an  economic  strategy,  the  Boston  Plan  is  a  group 
of  projects  and  programs  directed  at  economic  development 
and  jobs  creation.   In  total,  the  Boston  Plan  which  I 
announced  last  year  called  for  $122  million  in  Federal 
money,  generating  four  times  that  in  private  investment. 
It  would  result  in  the  development  of  14,000  jobs,  a 
majority  of  them  to  be  set  aside  for  Boston  residents. 

Elements  of  the  Boston  Plan  already  funded,  including 
Lafayette  Place,  the  Charlestown  Navy  Yard,  and  the  Cross- 
town  Industrial  Park,  will  receive  a  total  of  $50  million 
in  Federal  funds,  and  approval  of  another  $20  million  is 
near. 

The  most  ambitious  element  of  the  Boston  Plan,  the 
rehabilitation  of  the  Blue  Hill  Avenue  Corridor,  has  not 
yet  been  approved,  partly  because  its  results  will  be  so 
long  in  appearing.   We  remain  convinced  that  only  a  long- 
term  plan  has  any  hope  of  accomplishing  such  a  massive 
task.   We  are  confident  that  the  Carter  Administration 
will  recognize  this  fact,  and  the  necessity  for  action  in 
economically  depressed  areas  as  part  of  any  serious  urban 
program.   This  recognition  would  lead  to  approval  of  our  initial 
$7  million  request  for  help  with  this  job. 

Boston  was  one  of  only  seven  cities  to  win  the 
national  competition  for  discretionary  youth  employment 
funding.   Project  YES  was  approved  in  part  because  it  was 
not  an  isolated  program,  but  one  element  of  a  coherent 
jobs  program  for  the  city:  a  prime  example  of  the  advantages 
of  a  comprehensive  plan  in  securing  Federal  grants. 
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Project  YES  will  give  every  high  school  student  within 
its  area  an  opportunity  for  summer  and  after-school  employ- 
ment while  he  or  she  completes  high  school.   This  will 
encourage  many  students  who  would  otherwise  have  dropped 
out  to  finish  school  instead.   They  will  then  have  some 
practical  experience,  as  well  as  educational  credentials, 
as  a  start  in  the  job  market. 

Security  and  Crime  Prevention 

Over  the  past  several  years,  we  have  made  substantial 
progress  in  modernizing  and  improving  the  Police  Department. 
The  Department's  emergency  response  system,  using  the 
computer-aided  dispatch  of  patrol  cars,  has  cut  the  average 
response  time  to  citizen  calls  from  15  minutes  in  1973  to 
8  minutes  over  the  past  year.   We  have  gone  through  a 
thorough,  and  at  times  painful,  process  of  cutting  the 
department's  budget  and  strengthening  its  command  structure. 
We  have  brought  in  civilians  to  handle  desk  assignments 
and  returned  459  highly  trained  officers  to  street  duty. 
We  have  developed  new  approaches  to  patrol  strategy, 
notably  the  team  patrols  which  have  markedly  improved  the 
level  of  police  protection  for  residents  of  high  density 
areas  such  as  housing  projects. 

We  are  now  beginning  to  see  the  results  of  these 
hard-won  reforms,  made  over  a  decade.   On  the  cost-control 
side,  the  department's  budget  has  grown  only  17%  since 
1972  compared  to  inflation  of  54%.   On  the  service-delivery 
side,  we  are  beginning  to  see,  not  only  reductions  in 
the  911  response  time,  but  also  reductions  in  the  crime 
rate.   The  index  of  serious  crimes  has  fallen  17%  in  the 
last  two  years. 

Thanks  to  the  management  changes  within  the  Police 
Department,  we  are  now  in  a  much  stronger  position  to 
improve  services  by  devoting  new  resources  to  policing. 
A  relatively  small  increase  in  total  funding,  devoted 
entirely  to  additional  patrols,  will  substantially  increase 
available  patrol  time.   By  concentrating  the  incremental 
patrol  resources  on  times  and  places  of  maximum  need,  we 
will  achieve  a  significant  service  improvement  at  a  modest 
dollar  cost. 

The  neighborhood  horse  patrol  program  announced  last 
month  as  part  of  the  Neighborhood  Improvement  Program  will 
be  complemented  with  operating  budget  funds.   That  program 
represents  a  new  strategy  for  dealing  with  street  gangs 
and  crime,  it  will  be  joined  with  a  concerted  effort  to 
cut  down  on  public  drinking  by  groups  of  teenagers,  which 
leads  to  serious  problems  in  several  areas,  particularly 
in  the  summertime. 
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The  Neighborhood  Action  Program  for  Safety,  patterned 
after  the  Mattapan  Citizen  Security  Program,  is  another 
new  initiative.   NAPS  will  engage  private  citizens,  working 
with  the  police,  in  the  solution  of  local  crime  problems. 

Total  new  monies  for  security,  including  tax  levy 
funds,  Neighborhood  Improvement  Program  funds,  and  categorical 
grants  from  Federal  agencies,  will  come  to  $1.5  million. 

Programs  for  the  Elderly 

The  City's  elderly  programs  are  directed  toward  meeting 
the  special  needs  of  older  Bostonians,  particularly  in 
dealing  with  four  problems: 

Health  Care:   The  Health  and  Hospitals  Department  is 
developing  neighborhood  health-care  programs  with  a  special 
focus  on  the  elderly.   As  one  part  of  this  effort,  expanded 
outreach  for  the  Bright  Eyes  glaucoma-screening  program 
will  allow  more  people  to  take  advantage  of  the  free  test. 
In  addition,  the  Fire  Department,  in  cooperation  with 
Health  and  Hospitals  and  private  groups,  is  developing  a 
Cardiopulmonary  Resuscitation  (CPR)  program,  designed  to 
train  every  tenth  Bostonian  in  the  emergency  technique  that 
can  keep  a  heart-attack  victim  alive  until  an  ambulance 
comes . 

The  Cost  of  Living:   Persistent  inflation  is  a 
particular  problem  for  those  elderly  living  on  savings 
and  fixed  pensions.   The  City  is  doing  what  it  can  to 
soften  the  blow.   The  Housing  Improvement  Program,  with 
its  special  rebate  for  elderly  homeowners  who  make  repairs 
and  improvements,  will  be  revived  and  its  budget  increased. 
We  will  also  institute  a  Senior  Home  Maintenance  Program 
to  provide  the  elderly  with  a  repair  service  for  minor 
household  problems.   The  Mayor's  Older  Bostonians  discount 
program  will  be  expanded.   The  Senior  Aides  Program  pro- 
vides part-time  opportunities  for  older  Bostonians  to  earn 
some  money  to  keep  up  with  rising  costs. 

Mobility:   Transportation  difficulties  can  sometimes 
turn  a  home  into  a  virtual  prison.   We  will  provide  a  mix 
of  transportation  services  and  mobile  facilities  to  ease 
that  problem.   The  M.O.B.ile  Market  brings  food  shopping 
to  45  regularly  scheduled  locations  throughout  the  city, 
for  the  benefit  of  those  Bostonians  over  60  who  find  food 
stores  too  hard  to  get  to.   The  Senior  Shuttle  mini-buses, 
which  carry  nearly  a  quarter  of  a  million  passengers  a 
year,  and  the  taxi  discount  program  are  designed  to  make 
getting  around  the  city  somewhat  easier  and  less  expensive 
for  Boston's  elderly. 
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Inf ormation/Involvement :   To  help  senior  citizens 
find  the  services  available  to  them,  the  Elderly  Affairs 
Department  runs  a  number  of  outreach  and  information  pro- 
grams.  The  Visiting  Aides  Program,  the  Elderly  Hotline, 
and  Boston  Seniority  are  all  devoted  to  this  end.   In 
addition  to  information,  the  Hotline  is  designed  to  pro- 
vide counselling,  help  in  dealing  with  various  bureaucracies 
(public  and  private) ,  and  a  sympathetic  listener. 

A  variety  of  volunteer  programs  provide  opportunities 
for  service  to  Boston's  senior  citizens. 


Programs  to  assist  the  elderly  will  be  expanded  sub- 
stantially from  last  year,  with  an  additional  $900,000  in 
City  funding  and  greatly  increased  Federal  funding. 

Neighborhood  Service  Delivery 

A  policy  of  concern  for  Boston's  residential  neighbor- 
hoods has  to  be  implemented  with  money:  operating  money  for 
service  delivery,  and  capital  money  to  build  the  infrastructure 
which  makes  both  public  services  and  private  investment 
possible.   This  administration  has  invested  in  neighborhood- 
oriented  public  capital  at  an  annual  rate  fourteen  times 
that  of  the  previous  administration.   But  that  money  cannot 
be  well  spent  unless  there  are  effective  lines  of  communication 
from  the  neighborhoods  to  City  Hall  and  to  the  operating 
departments. 

The  Little  City  Halls  were  established  ten  years  ago 
to  develop  such  lines  of  communication.   The  extensive 
citizen  participation  process  which  helps  to  shape  the 
Neighborhood  Improvement  Program  is  directed  to  that  same 
end.   In  this  past  year  we  have  also  made  extensive  use 
of  survey  research,  to  give  us  a  more  systematic  under- 
standing of  neighborhood  needs  than  would  otherwise  be 
available . 

In  the  next  year,  we  intend  to  further  strengthen 
this  communication  process  with  the  creation  of  Neighborhood 
Service  Cabinets.   These  Cabinets  will  be  directed  by  the 
managers  of  the  Little  City  Halls  and  will  help  line  depart- 
ments concentrate  resources  on  pressing  needs  as  seen  by 
local  residents.   In  addition,  they  will  improve  the  ability 
of  various  departments  to  work  together  at  the  local  level. 
In  this  way,  we  hope  to  deliver  more  effective  services  with- 
out increasing  expenditures.   As  part  of  this  effort  to  better 
serve  the  individual  needs  of  individual  neighborhoods,  the 
Police  Department  will  give  greater  weight  to  expressed 
neighborhood  needs  in  determining  patrol  activities. 
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Management  and  Productivity  Improvement 

During  the  past  year  we  have  begun  to  centralize  and 
improve  the  City's  management  planning  process.   This 
year's  budget  represents  a  step  forward  in  unifying  the 
tax-levy  budget  with  other  City  activities  funded  by  the 
Community  Development  Block  Grant,  the  capital  budget, 
Federal  manpower  programs,  and  the  Boston  Plan.   We  have 
also  run  a  more  analytic  budgeting  process  than  ever  before, 
with  a  particularly  instructive  effort  at  Zero-Based 
Budgeting  for  the  Police  Department. 

During  the  past  year  we  have  also  begun  major  work  on 
our  financial  and  management  control  systems.   We  are 
about  to  complete  the  first  year  of  a  massive  three-year 
effort,  involving  more  than  thirty- five  man-years  of  time, 
to  improve  our  financial  information  system  and  to  train 
an  internal  audit  staff.   We  are  complementing  this  with 
management  improvement  projects  directed  at  electronic 
data  processing,  the  collections  of  bills  and  claims  at 
the  hospital,  and  city-wide  cash  management.   We  will  build 
on  that  effort  next  year,  with  projects  to  revise  our  pay- 
roll and  personnel  systems,  to  put  the  Health  and  Hospitals 
Department  on  an  enterprise  fund  organizational  basis,  and 
to  strengthen  our  training  programs  for  line  management. 
In  addition,  I  am  directing  the  Office  of  Management  and 
Budget  to  develop  a  quarterly  performance  and  expenditure 
review  process.   These  new  tools  will  help  us  monitor  the 
budget  and  oversee  the  implementation  of  a  series  of  pro- 
ductivity improvement  efforts  in  the  line  departments. 


Restricted  Choices  in  Balancing  the  Budget 

This  year,  as  every  year,  we  face  a  budget  gap  that 
must  somehow  be  closed.   Operating  costs  increase,  primarily 
as  a  result  of  the  inescapable  pressures  of  inflation. 
Pensions,  assessments,  and  other  non-operating  items  also 
increase.   Revenues  from  the  property  tax  do  not  keep  pace, 
leaving,  on  average,  a  7%  gap  that  next  year  will  exceed 
$40  million. 

Unless  additional  revenues  come  in  from  outside,  we 
must  either  raise  the  tax  rate  or  cut  services.   Our 
dilemma  is  that  neither  option  is  acceptable.   Excessive 
taxation  and  inadequate  services  alike  are  threats  to 
Boston's  role  as  the  economic,  cultural,  and  social  center 
of  New  England,  and  make  it  a  less  attractive  home  for 
the  650,000  people  who  live  here. 
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The  Upward  Push  of  Mandatory  Cost  Increases 

New  costs  imposed  from  outside  and  inflationary  in- 
creases in  the  basic  costs  of  doing  business — wages, 
benefits,  and  purchases  of  goods  and  services — will  lead 
to  increases  of  more  than  $40  million  this  year  in  operating 
and  other  spending. 

The  major  items  include: 

— more  than  $10  million  in  higher  labor  costs. 

— $7  million  in  increased  health  insurance  costs. 

— $6.1  million  for  increased  pension  costs  for 
retired  employees. 

— $5  million  for  normal  inflation  in  the  prices 
of  City  materials  and  supplies,  especially  the 
rising  costs  of  energy. 

— $3.8  million  in  additional  state  assessments, 
including  $3  million  more  for  the  MBTA. 

— $3.0  million  in  unemployment  insurance  contributions 
required  under  a  new  Federal  law. 

These  costs  are  legally  mandated  or  otherwise  outside 
the  power  of  the  City  to  control.  Two  particular  problems 
are  labor  settlements  under  compulsory  binding  arbitration 
and  health  insurance  premiums. 

Compulsory  Binding  Arbitration.   Public  collective 
bargaining  under  compulsory  binding  arbitration  has  not 
been  working  well.   This  has  been  the  case  for  all  the 
cities  and  towns  in  the  Commonwealth,  not  just  for  Boston. 
By  separating  the  power  to  impose  costs  from  the  responsi- 
bility for  paying  the  bill,  the  process  reduces  account- 
ability and  invites  excess.   During  the  years  in  which 
mandatory  binding  arbitration  has  been  in  effect,  the  cost 
of  living  rose  22.3%,  but  total  wages  and  benefits  per 
employees  in  departments  covered  by  binding  arbitration 
rose  27.1%. 

Arbitration  has  also  proved  ineffective  in  clearing 
away  work  rules  which  block  productivity  increases.   Boston 
is  the  only  major  city  bound  by  contract  to  maintain  the 
two-man  police  patrol  car,  which  significantly  reduces  the 
number  of  patrol  runs  we  can  accomplish  within  any  given 
Police  Department  budget. 
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The  Rising  Costs  of  Health  Insurance.   Employee  health 
insurance  has  been  the  area  of  most  rapid  escalation  among 
the  City's  costs,  just  as  health  care  has  been  the  most 
inflationary  force  in  the  nation's  economy.   For  the  next 
year  we  project  a  total  health  insurance  bill  of  $23  million. 
Master  Medical  coverage  for  the  family  of  a  Boston  employee 
will  cost  $1,740,  of  which  the  City  pays  three-quarters. 

The  combination  of  fee-for-service  medicine  and 
third-party  billing  makes  effective  cost  control  all  but 
impossible.   Further,  the  Boston  area  has  the  most  expensive 
medical  care  in  America,  due  in  part  to  our  concentration 
of  teaching  and  research  hospitals. 

These  factors  limit  our  ability  to  control  the  increase 
in  health  insurance  costs.   One  encouraging  trend  is  the 
growth  of  Health  Maintenance  Organizations,  which  provide 
complete  medical  care  for  a  fixed  annual  fee,  rather  than 
charging  for  each  treatment  given.   An  increasing  fraction 
of  Boston's  employees  is  choosing  prepaid   group  health 
care,  at  a  savings  of  more  than  25%  over  traditional  health 
coverage.   We  intend  to  actively  encourage  the  development 
of  alternatives  tc  fee-for-service  medicine  in  meeting  the 
health  care  needs  of  our  employees. 

Cost-Cutting  and  Its  Limits 

The  first  move  toward  bridging  the  gap  between  rising 
costs  and  fixed  property  tax  yields  is  to  cut  costs.   We 
have  cut  costs,  and  will  continue  to  do  so,  but  our  oppor- 
tunities here  are  increasingly  unattractive  or  unattainable. 

Controllable  Costs  —  City  Departments.   Over  the 
last  four  years,  we  have  reduced  the  City  workforce  by 
3200  employees,  or  about  20%.   By  comparison,  the  Common- 
wealth's own  cost-reduction  campaign  has  yielded  a  workforce 
reduction  of  less  than  1%.   During  this  past  year  alone, 
we  have  reduced  the  City  payroll  by  975,  for  an  annual 
savings  of  $12  million. 

There  are  several  constraints  on  further  payroll 
reductions.   Going  through  the  legally  required  layoff 
procedure  usually  means  that  months  elapse  before  a 
decision  to  reduce  the  workforce  becomes  effective,  thus 
virtually  eliminating  any  savings  within  the  first  year. 
The  rigid  seniority  system,  with  its  associated  "bumping" 
rights,  eliminates  the  opportunity  to  let  the  least 
productive  workers  go,  and  instead  spreads  disorganization 
and  ill-feeling  throughout  a  department  as  the  result  of 
even  modest  layoffs.   Eliminating  specific  facilities  is 
even  more  time-consuming. 
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By  far  the  most  significant  constraint,  however,  is 
the  fact  that  we  are  now  past  the  fat  and  getting  near  the 
bone  in  many  critical  areas.   We  have  vigorously  sought 
Federal  funds  to  help  offset  the  impact  of  earlier  cutbacks, 
but  the  process  of  shrinking  the  workforce  cannot  long 
continue  if  such  essential  services  as  police  and  fire 
protection,  streetsweeping,  parks,  and  libraries  are  to 
be  maintained  at  adequate  levels. 

Uncontrollable  Costs  —  Especially  the  School  Department. 
Unfortunately ,  the  most  important  remaining  opportunities 
for  cost  cutting  are  not  under  any  Mayor's  control.   Spend- 
ing by  City  departments  accounts  for  only  about  two-fifths 
of  the  total  City  budget.   The  remainder  —  some  $370  million 
for  fiscal  1978  —  goes  to  the  School  Department,  Suffolk 
County,  debt  service,  pensions,  and  State  assessments. 

The  biggest  uncontrollable  expenditure  is  for  the 
School  Department.   That  department  spends  almost  three 
times  the  budget  of  the  largestof  the  City  departments, 
with  each  year's  appropriation  serving  as  a  "floor"  below 
which  the  City  has  no  legal  authority  over  the  department's 
future  spending. 

That  may  have  made  sense  when  school  enrollments  were 
steadily  increasing.   But  the  changing  age  structure  of 
Boston's  population  means  that  enrollments  have  fallen 
substantially  in  recent  years. 

Yet  school  expenditures  have  not  fallen,  and  operatinq 
costs  per  pupil  have  soared  to  $2,795,  almost  five  times 
the  per-pupil  spending  of  1965.   Boston  now  has  the  most 
expensive  public  schoolinq  in  Massachusetts,  with  costs 
equal  to  the  tuition  at  exclusive  private  schools.   Despite 
these  lavish  expenditures,  however,  the  educational  perfor- 
mance of  the  schools,  as  measured  by  nearly  all  observers 
as  well  as  by  objective  tests,  is  still  unacceptably  poor. 

For  this  year,  the  picture  is  brighter  than  in  the 
recent  past.   There  are  signs  of  improved  management  with 
the  new  School  Committee,  and  the  proposed  reorganization 
is  the  most  hopeful  development  in  recent  memory.   It  is 
to  be  hoped  that  improved  management  will  be  reflected  in 
lower  budgets,  or  that  school  costs  will  continue  at 
essentially  the  present  level,  letting  inflation  reduce 
the  real  level  of  resources  now  consumed. 


BOSTON  ^X 

Library 
The  Limits  to  Raising  Revenues  and  Taxes 


After  cost-cutting  has  reached  its  limit,  some  of 
the  remaining  budgetary  gap  can  be  bridged  by  improving 
collections  from  current  sources  of  revenue.   In  the 
past,  as  much  as  26%  of  automobile  excise  taxes  were 
going  uncollected  and  delinquencies  on  the  property  tax 
were  rising.   A  variety  of  programs,  of  which  the  Rogue's 
Gallery  was  the  most  publicized  but  not  the  most  important, 
has  reduced  these  delinquencies  and  yielded  $2.5  million 
per  year  in  additional  collections. 

Full  realization  of  the  revenue  potential  of  parking 
enforcement  depends  on  the  legislation  to  create  a 
Parking  Violations  Bureau,  but  other  steps  have  also  been 
helpful.   From  $5.9  million  in  1976,  parking  collections 
reached  $7.2  million  last  year,  and  we  hope  to  bring  in 
$8  million  this  year,  partly  as  a  result  of  the  crack- 
down on  parking  scofflaws  and  other  aggressive  enforcement 
activities.   We  hope  that  out-of-town  motorists  will 
modify  their  current  cavalier  attitude  toward  our  parking 
ordinances  under  the  increased  pressure,  thus  yielding 
a  more  orderly  traffic  flow  in  addition  to  increased 
revenue . 

Our  other  basic  option  on  the  revenue  side  —  a 
further  increase  in  the  tax  rate  —  is  simply  unacceptable. 
The  large  increase  of  two  years  ago  has  the  tax  rate  very 
near  the  point  of  maximum  sustainable  yield,  and  perhaps 
beyond  it. 

By  some  studies,  the  effective  tax  rate  now  averages 
9.3%  of  sales  price.   At  that  level,  new  building  is  un- 
economic in  almost  all  areas  of  the  City;  in  fact,  no 
major  private  construction  has  taken  place  in  Boston  since 
the  1950 's  except  under  tax-limitation  agreements.   In 
some  areas  the  disincentive  to  investment  has  even  led 
to  failure  to  maintain  existing  structures.   While  the 
Housing  Improvement  Program  has  effectively  combatted 
this  tendency  in  many  residential  neighborhoods,  problems 
still  remain.   The  neglect  of  relatively  small  amounts 
of  needed  maintenance  over  a  few  years  can  ruin  what  was 
otherwise  a  perfectly  sound  structure. 

Any  increase  in  property  taxes  would  thus  generate 
further  pressure  towards  disinvestment  and  decay,  and 
towards  eventual  abandonment  and  removal  from  the  tax 
rolls.   The  property  tax  has  become  too  self-destructive 
to  rely  on  for  needed  increases  in  local  revenues. 
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The  Continuing  Need  for  Equitable  State  Aid 

Given  the  inadequacy  and  unacceptability  of  tax 
increases  or  further  cutbacks  of  the  City  workforce, 
increased  State  aid  of  about  $45  million  will  be  needed 
to  balance  the  fiscal  1979  budget.   We  expect  to  receive 
at  least  that  much  from  pending  legislation,  based  on 
the  state's  fiscal  position,  Boston's  contribution  to 
state  revenues,  and  pre-1975  standards  of  equitable 
distribution.   The  Governor  has  estimated  his  own  package 
to  be  worth  $50  million. 

Boston's  Share  of  Economic  Growth  and  Recovery.   Boston 
generates  22%  of  the  State's  total  revenues,  yet  receives 
only  11%  of  the  local  aid.   Further,  we  are  restricted  by 
State  law  to  the  property  tax,  a  tax  which  grows  less 
rapidly  than  the  economy  at  large.   Other  State  laws  declare 
over  half  of  our  property  exempt  from  taxation:  property 
owned  by  schools,  churches,  hospitals,  the  State  government 
itself,  and  others.   Finally,  owners  of  the  remaining 
property  must  pay  taxes  to  serve  not  only  our  population 
but  also  the  350,000  non-residents  who  work  and  visit  here 
on  the  typical  day.   This  is  a  very  heavy  burden. 

It  is  also  a  burden  which,  prior  to  1975,  we  shared 
to  a  greater  extent  with  the  State.   However,  during  the 
national  economic  down-turn  of  1974-1975,  the  State  reacted 
to  its  fiscal  crisis  by  cutting  aid  to  the  cities  and  towns 
and  bv  shifting  expenditure  burdens  to  them.   These  moves  con- 
tributed to   Boston's  own  fiscal  crisis,  which  we  "solved" 
in  the  only  way  available,  with  the  tax  increase  of  1976. 

But  the  national  economy  has  now  substantially  recovered, 
and  the  State's  fiscal  position  along  with  it.   Where  we 
were  forced  to  participate  in  the  fiscal  crisis  caused  by 
the  recession,  we  now  ask  only  to  participate  to  an  equal 
extent  in  the  results  of  relative  prosperity.  If  we  were 
to  get  the  same  fraction  of  State  revenues  in  fiscal  1979 
as  we  did  in  fiscal  1975,  State  aid  to  Boston  would  go  up 
more  than  $55  million:  enough  to  balance  our  budget  with 
a  substantial  tax-rate  decrease. 

Pending  Fiscal  Legislation.   At  present,  the  Governor 
and  the  General  Court  are  debating  whether  to  increase 
school  aid  or  speed  up  State  assumption  of  county  costs. 
We  agree  with  the  Massachusetts  Taxpayers  Foundation  that 
they  can  and  should  do  both.   Either  would  be  of  particular 
benefit  to  Boston  and  the  other  cities  of  Massachusetts. 


-12- 


The  State's  education  aid  formula  is  designed  to 
equalize  educational  finance  capabilities  among  communities 
of  varying  wealth.   Boston  and  other  less  wealthy  communities 
have  therefore  suffered  particularly  badly  from  the  under- 
funding  of  school  aid.   The  Governor's  package  would  yield 
us  additional  aid  of  $22  million. 

The  peculiar  structure  of  Suffolk  County,  paid  for 
entirely  by  Boston  taxpayers  but  providing  services  both 
county-wide  (the  jail,  the  D.A.'s  office)  and  state-wide 
(a  large  part  of  the  business  of  the  Superior  Court) ,  has 
always  put  an  unfair  burden  on  the  City.   That  gives  us 
a  special  stake  in  State  assumption  of  costs.   Immediate 
takeover  would  be  worth  $21.6  million. 

The  City  has  submitted  its  own  legislative  package 
for  consideration  by  the  General  Court.   It  consists 
largely  of  proposals  to  rectify  what  we  see  as  inequities. 
The  largest  elements,  in  dollar  terms,  are: 

— A  new  MBTA  formula,  with  the  State  assuming 
the  full  costs  of  non-local  commuter  express 
service  (worth  $21  million  to  Boston) . 

— Payment  of  the  State's  arrears  on  its  share 
of  the  maintenance  costs  of  Urban  Renewal 
projects  ($11.5  million). 

— Resumption  of  Medicaid  payments  under  General 
Relief,  as  recommended  by  the  Governor  ($11 
million) . 

--Establishment  of  a  Parking  Violations  Bureau 
($5  million) . 

We  believe  that  a  reasonable  allocation  of  the  State's 
surplus  and  current  revenues  would  produce  substantially 
more  than  the  $45  million  needed  to  balance  this  year's 
budget  without  a  tax  increase.   Any  aid  above  that  level 
will  go,  not  to  increased  expenditures,  but  to  further 
reductions  in  the  accumulated  deficit,  and  to  reductions 
in  the  property  tax. 

The  Continued  Revitalization  of  Boston 

If  we  look  up  from  immediate  fiscal  problems,  the  City's 
future  is  brighter  than  it  has  been  in  years.   The  worst 
of  the  school  crisis  is  behind  us  and  economic  strength  is 
returning.   The  population  has  stabilized  after  years  of 
decrease;  the  total  number  of  jobs  is  going  up  rather  than 
down;  property  values  are  firming  where  they  had  been  weak, 
and  have  made  dramatic  gains  in  some  neighborhoods. 
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Favorable  Economics  and  Demographics 

We  are  confident  that  the  recent  gains  are  not  transi- 
tory.  Not  only  do  we  expect  significant  results  from  the 
new  private  and  Federal  commitments  represented  by  the 
Boston  Plan,  we  see  the  favorable  developments  of  the  last 
few  years  being  supported  by  long-run  trends. 

Economically,  they  are  the  first  fruits  of  a  massive 
public  investment  program  and  reflect  the  natural  attractions 
of  Boston  as  the  financial,  cultural,  and  services  center 
of  New  England.   Demographically ,  as  the  "baby  boom"  of 
the  1950' s  reaches  the  age  of  family  formation  and  home- 
buying,  we  will  pass  from  a  period  of  housing  abandonment 
to  a  period  of  housing  demand.   Increased  demand  will  help 
stabilize  weak  neighborhoods  and  regenerate  areas  that 
have  deteriorated.   Rising  property  values  may  generate 
a  different  set  of  social  problems,  but  the  City's  survival 
as  an  economic  organism  will  not  be  in  question.   It  is 
possible  that  some  major  cities,  particularly  those  that 
were  centers  of  manufacturing  rather  than  services,  will 
be  too  far  down  the  road  of  decay  for  that  trend  of  the 
1980s  to  rescue  them.   Boston,  in  contrast,  will  clearly 
be  a  survivor. 

The  Dangers  of  100%  Revaluation 

Our  basic  optimism  is  tempered  by  the  prospect  of  a 
court-ordered  property  reassessment  at  100%  of  sales  prices. 
This  is  a  major  threat  to  all  we  have  done  and  hope  to  do 
in  making  Boston's  residential  neighborhoods  good  places 
to  live  and  raise  a  family.   The  total  social  impact  of 
shifting  $78  million  in  annual  tax  burden  from  industry  to 
private  homeowners  cannot  be  accurately  predicted  in  detail. 
At  the  very  least,  some  neighborhoods  now  heading  for 
stability  would  face  disinvestment  and  deterioration. 

Only  passage  of  the  Classification  Amendment  in 
November  can  prevent  the  disaster  of  revaluation.   The 
corporate  interests  which  would  reap  windfall  profits  from 
the  sudden  shift  in  tax  burdens  away  from  their  holdings 
will  have  millions  to  spend  to  defeat  the  amendment.   The 
homeowners  who  stand  to  lose  from  the  defeat  of  classification 
cannot  possibly  compete  with  the  sort  of  advertising  that 
big  money  will  buy  in  this  new  era  of  corporate  free  speech. 

We  are  committed  to  winning  the  fight  against  100% 
revaluation.   I,  as  Mayor,  along  with  other  members  of 
the  Mass.  Mayor's  Association,  will  contribute  to  a  modest 
but  vigorous  public  education  campaign.   If  the  voters  in 
November  have  a  clear  idea  of  the  issues  at  stake,  the 
outcome  will  not  be  in  doubt. 
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*  * 


This,  then,  is  our  operating  plan  for  fiscal 
1978-1979.   It  relies  more  than  we  would  like  on  the 
cooperation  of  forces  beyond  our  control,  most  notably 
the  success  of  our  legislative  package  on  Beacon  Hill 
and  the  Classification  Amendment  at  the  polls.   It 
acknowledges  that  these  forces  are  in  too  many  instances 
unlikely  to  be  cooperative  and  it  proceeds  to  limit 
and  hold  back  on  our  financial  commitments  accordingly. 

Still,  at  bottom,  the  plan  for  next  year  is  an 
optimistic  one,  reflecting  a  set  of  external  conditions 
more  favorable  than  not,  and  establishing  program  and 
management  objectives  both  reachable  and  worth  reaching 
for. 


Respectfully  submitted, 
H.  White 


MAYOR 


City  Budget  Summaries 


TABLE  1: 
FISCAL  1978-1979  CITY  BUDGET  SUMMARY— BY  DEPARTMENT 


Department 

1977-781 
Appropriation 

1978-79 
Recommended 

Increase 

Decrease 

Mayor,  Office  Expenses 

673,703 

721,230 

47,527 

City  Council 

707,550 

743,977 

36,427 

City  Council  Proceedings 

10,000 

10,000 

Licensing  Division 

62,180 

60,600 

1,580 

Office  of  Public  Service 

1,452,750 

1,581,081 

128,331 

Office  of  Human  Rights 

252,900 

262,750 

9,850 

Election  Department 

885,000 

983,826 

98,826 

Listing  Board 

100,000 

200,000 

100,000 

Auditing  Department 

1,036,797 

1,129,045 

92,248 

Office  of  Fiscal  Affairs 

200,000 

200,000 

Assessing  Department 

1,565,384 

1,518,700 

46,684 

Delinquent  Tax  Accounts 

1,000,000 



1,000,000 

Property  Tax  Review 

— 

794,670 

794,670 

Collecting  Division, 
Treasury  Department 

536,000 

1,235,100 

699,100 

Treasury  Division, 
Treasury  Department 

623,780 

809,450 

185,670 

Board  of  Commissioners 
of  Sinking  Funds 

2,665 

2,665 

Administrative  Services 

4,769,998 

6,205,350 

1,435,352 

Law  Department 

1,170,000 

1,193,591 

23,591 

City  Clerk  Department 

205,796 

209,570 

3,774 

Registry  Division 

369,934 

391,000 

21,066 

Boston  Redevelopment 
Authority 

900,000 

1,890,114 

990,114 

Landmarks  Commission 

— 

15,380 

15,380 

Zoning  Commission 

4,960 

4,960 

Real  Property  Department 

4,529,000 

5,550,570 

1,021,570 

Auditorium  Commission 

833,613 

848,036 

14,423 

Public  Facilities 

5,399,500 

6,042,203 

642,703 

Retirement  Board 

546,000 

588,600 

42,600 
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FY  79  CITY  BUDGETS  BY  DEPARTMENT—CONTINUED 

1977-781        1978-79 
Department  Appropriation    Recommended     Increase    Decrease 

Finance  Commission 

Hospitalization  and 
Insurance  Plan 

Unemployment  Compensation 

Police  Department 

Fire  Department 

Building  Department 

Housing  Inspection 
Department 

Weights  and  Measures 

Traffic  and  Parking 

Licensing  Board 

Public  Works  Department 

Freedom  Trail 

Boston  City  Hospital 

Mattapan  Hospital 

Long  Island  Hospital 

Veterans  Services 

Library  Department 

Parks  and  Recreation 

Conservation  Commission 

Community  Services  Department 

Execution  of  Courts,  Damage 
Claims  and  Reimbursements 

Workmens  Compensation 

Workmens  Compensation  Service 

City  Record 

Pensions  and  Annuities 

Veterans  Graves  Registration 

Youth  Activities  Commission 

Commission  of  the  Affairs 
of  the  Elderly 
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102,548 

143,542 

40,994 

15,550,000 

15,000,0002 

550,000 

600, 0003 

600,000 

52,864,688 

55,512,2964 

2,647,608 

39,743,170 

39,808,6055 

65,435 

2,216,140 

2,376,221 

160,081 

1,480,600 

1,571,511 

90,911 

230,176 

266,965 

36,789 

3,355,000 

3,643,665 

288,665 

223,721 

230,000 

6,279 

26,520,000 

30,372,309 

3,852,309 

55,000 

55,000 

57,330,000 

62,028,4346 

4,698,434 

5,620,000 

5,722,984 

102,984 

7,850,000 

8.142,081 

292,081 

3,300,000 

4,313,835 

1,013,835 

8,676,700 

9,250,166 

573,466 

8,000,000 

9,032,185 

1,032,185 

35,942 

35,400 

905,857 

1,099,336 

542 

400,000 

600,000 

200,000 

1,275,000 

1,900,000 

625,000 

81 ,448 

97,108 

15,660 

31,752 

34,896 

3,144 

7,260,000 

8,400,000 

1,140,000 

95,109 

96,325 

1,216 

875,000 

1,000,000 

125,000 

400,000 

1,300,0007 

900,000 

FY  79  CITY  BUDGETS  BY  DEPARTMENT— CONTINUED 


Department 

1977-781 
Appropriation 

1978-79 
Recommended 

Increase 

Decrease 

U.S.  Bond  Allotment  Plan 

16,740 

17,830 

1,090 

Rent  Control  Administration 

563,093 

553,659 

9,434 

Development  &  Industrial 
Commission 

267,316 

544,000 

276,684 

Office  of  Planning  and 
Neighborhood  Services 

385,325 

430,707 

45,382 

Community  Schools 

1,400,000 

1,552,630 

152,630 

Office  of  Federal  Relations 

450,980 

450,980 

One-Stop  Business  Services 

131,150 

131,150 

Snow  Removal 

1,500,000 

4,500,000 

3,000,000 

Reserve  Fund 

301,533 

3,500,000 

3,198,467 

TOTAL 

276,749,368 

307,506,288 

32,365,160 

1,608,240 

Net  Increase 

30,756,920 

NOTES: 

Includes  appropriations  passed  and/or  pending  as  of  April  25,  1978. 

2 

The  total  $23.0  million  projected  Hospitalization  and  Insurance  Plan 

cost  is  pro-rated  as  follows:  $15.0  million  to  the  City,  $1.65  million 
to  the  County,  and  $6.35  million  to  the  School  Department. 

3 
The  total  $3.0  million  projected  Unemployment  Compensation  is  pro-rated 

as  follows:  $0.6  million  to  the  City,  $0.1  million  to  the  County,  and 

$2.3  million  to  the  School  Department. 

A 

Police  Department  includes  $8,000,000  revenue  sharing  and  $2,000,000 
anti-recession  funds. 

5 
Fire  Department  includes  $4,000,000  revenue  sharing  and  $2,000,000 
anti-recession  funds. 

Boston  City  Hospital  includes  $8,000,000  revenue  sharing  and 
$2,500,000  anti-recession  funds. 

Commission  of  Affairs  of  the  Elderly  includes  $1,300,000  revenue 
sharing  funds. 
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TABLE  2: 
FISCAL  1978-1979  CITY  BUDGET  SUMMARY— BY  GROUP 


1977-78* 
Group  Appropriation      1978-79       Increase 


PERSONAL  SERVICES 

Permanent  Employees  165,952,556  173,436,475  7,483,919 

Temporary  Employees  3,436,285  3,803,666  367,381 

Overtime  10,095,494  10,996,677  901,183 

TOTAL  PERSONAL  SERVICES  179,484,335  188,236,818  8,752,483 

CONTRACTUAL  SERVICES  41,510,435  50,120,010  8,609,575 

SUPPLIES  AND  MATERIALS  16,473,446  17,477,232  1,003,786 

CURRENT  CHARGES  AND  OBLIGATIONS  23,658,699  25,353,228  1,694,529 

EQUIPMENT  2,676,922  3,864,495  1,187,573 

STRUCTURES  &  IMPROVEMENTS  534,083  2,475,000 

LAND  &  NON-STRUCTURAL  IMPROVEMENTS      275,000  275,000 

SPECIAL  APPROPRIATIONS  12,411,448  19,704,505  7,293,057 

TOTAL  276,749,368  307,506,288  30,756,920 


* 
Includes  appropriations  passed  and/or  pending. 
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County  Budget  Summaries 


TABLE  3: 
Fiscal  1978-1979  COUNTY  BUDGET  SUMMARY— BY  DEPARTMENT 


Department 


1977-781 
Appropriation 


1978-79 
Allowance 


Increase 


Decrease 


Registry  of  Deeds 

Court  House  Custodian 

Building  Div.  Real  Property 

Jail 

Central  Office,  Penal 

House  of  Correction 

Supreme  Judicial  Court 

Appeals  Court 

Superior  Court,  General 
Expenses 

Clerk's  Office,  Superior  Ct. 

Criminal  Session  Superior  Ct. 

District  Attorney 

Housing  Court 

Boston  Municipal  Court 

Boston  Juvenile  Court 

Probate  Court 

Court  Officers  Division, 
Superior  Court 

Probation  Superior  Court 

Municipal  Ct.  Charlestown 

East  Boston  Dist.  Court 

Municipal  Court  South  Boston 
Court  Dorchester 
Court  Roxbury 
Ct.  West  Roxbury 
Ct.  Brighton 
District  Court 
Exam.  Ser.  North 


Municipal 

Municipal 

Municipal 

Municipal 

Chelsea 

Medical 

Medical  Exam.  Ser.  South 

Assoc.  Med.  Exam.  North 

Assoc.  Med.  Exam.  South 

Social  Law  Library 

Mental  Illness 

Pensions  &  Annuities,  County 

Hospitalization  &  Insurance 

Unemployment  Compensation 

TOTALS 


850,760 
2,261,610 

498,605 
3,114,270 

127,900 
2,634,000 

396,850 

129,130 

485,960 
2,039,500 
1,720,965. 
1,343,700 

587,800 
3,275,850 
1,275,600 

213,630 

1,610,350 

299,235 

323,800 

601 ,800 

340,580 

1,255,450 

1,625,000 

615,600 

417,150 

531,960 

117,905 

132,330 

13,325 

14,115 

5,000 

10,300 

830,000 


29,700,030 


912,037 

61,277 

2,542,953 

281,343 

595,120 

96,515 

2,810,217 

176,825 

48,925 

2,889,571 

255,571 

414,800 

17,950 

151,740 

22,610 

508,150 

22,190 

2,208,352 

168,852 

2,159,200 

438,235 

1,438,650 

94,950 

673,116 

85,316 

3,644,505 

368,655 

1,820,446 

544,846 

224,836 

11,206 

1,621,891 

11,541 

318,795 

19,560 

334,145 

10,345 

716,897 

115,097 

467,914 

127,334 

1,635,760 

380,310 

2,225,822 

600,822 

704,500 

88,900 

583,370 

166,220 

699,230 

167,270 

123,920 

6,015 

138,581 

6,251 

15,725, 

2,400 

17,365 

3,250 

5,000 

10,300 

832,485? 

1,650,000^ 

100, 000 J 

2,485 

1,650,000 

100,000 

304,053 


35,372,218   5,672,188 


NOTES:  1 


Includes  appropriations  passed  and/or  pending  as  of  April  25,  1978. 
> 
"The  total  $23.0  million  projected  Hospitalization  and  Insurance 

Plan  cost  is  pro-rated  as  follows:  $15.0  million  to  the  City, 

$1.65  million  to  the  County,  and  $6.35  million  to  the  School 

Department. 

The  total  $3.0  million  projected  Unemployment  Compensation  is  pro- 
rated as  follows:  $0.6  million  to  the  City,  $0.1  million  to  the 
County,  and  $2.3  million  to  the  School  Department. 
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TABLE  4: 
FISCAL  1978-1979  COUNTY  BUDGET  SUMMARY— BY  GROUP 


Group 


FY  78 
Appropriation 


FY  79 
Allowance 


Increase   Decrease 


PERSONAL  SERVICES: 

Permanent  Employees 
Temporary  Employees 
Overtime 

TOTAL  PERSONAL  SERVICES 

CONTRACTUAL  SERVICES 

SUPPLIES  &  MATERIALS 

CURRENT  CHARGES  AND 
OBLIGATIONS 

EQUIPMENT 

SPECIAL  APPROPRIATIONS: 
Pension  &  Annuities 
Social  Law  Library 
Unemployment  Compensation 


21,293,880 

22,922,892 

1,629,012 

533,300 

430,284 

103,016 

294,000 

312,000 

18,000 

22,121,180 

23,665,176 

1,543,996 

4,268,610 

5,984,738 

1,716,128 

2,093,800 

2,356,550 

262,750 

195,635 

2,055,036 

1,859,401 

185,805 

373,233 

187,428 

830,000 

832,485 

2,485 

5,000 

5,000 

-0- 

-0- 

100,000 

100,000 

TOTAL 


29,700,030 


35,372,218 


5,672,188 
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